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Act will be difficult under the best of circum-
stances, and the Jackson/Vanik language on
emigration adds a further major complication. For
this reason, we see no purpose to be served by
getting into a detailed discussion of MFN with the
Chinese at this time and do -not believe we should
abandon the linkage to the claims/assets issue.

Fluor Refinery Project in Hong Kong

There is an off-chance the Chinese will raise
the Fluor Corporation's project for a huge
petrochemical/refinery complex in Hong Kong that
would be owned by the PRC through a front group of
Hong Kong businessmen. Fluor representatives have
told us that there is a possibility that high
Chinese officials, including even Teng Hsiao-p'ing,
may mention the project to you. There are many
bizarre aspects to this case that call for caution,
but a direct Chinese approach would help to clarify
the degree of Chinese interest, which is in serious
doubt. Our stance thus far has been cautiously
positive but basically non-committal.

Fluor is a large, reputable engineering firm
that has negotiated a number of projects overseas.
The Hong Kong proposal entails a complex arrange-
ment whereby the PRC would supply the crude and
buy back most of the product, leaving about
15 percent to be marketed by the consortium of
US banks which would finance the project. Fluor
is convinced that the project is technically
sound and that the PRC is very interested.

Our assessment has been complicated by the
highly unusual manner in which the Fluor-PRC
negotiations have been pursued. A Fluor con-
sultant, Harned Hoose, who has played a major
intermediary role in the negotiations, claims to
have developed a secret "high political channel"
to the top PRC leadership. (On a recent trip to
Washington, Hoose claimed that he had been asked
via this "channel" to inform you that during your
trip to Peking, the PRC would be receptive to a
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proposal for resolving the Taiwan question by
creating a "non-military, non-combatant, neutral
zone" around the island for an initial period of
10 years, to be patrolled eventually by a number
of countries and even the UN. Hoose has, over
many years, been pumping himself up as an inter-
mediary (you'll recall Ambassador Huang's puzzle-
ment when you once mentioned him) and we have been
turning him off firmly.

Stripped of these bizarre political aspects,
the Fluor project has elements of plausibility
and might conceivably be attractive to the PRC,
although it would mark a major new departure in
the PRC's policy on developing its petroleum
resources. Hong Kong and British authorities have
been cautiously favorable to the project, but have
serious reservations about the front group in
Hong Kong and the seriousness of PRC interest.

The project has some important implications,
but because of Fluor's insistence on secrecy at
this stage, it has not been fully vetted within
the US Government.

TALKING POINTS (If there is significant progress on
claims/assets)

-- I am pleased that we seem to be near a
settlement on the claims/assets issue. This is a
very positive development which, if you are
interested, can open up opportunities in a number of
other areas.

-~ These possibilities include:

- trade exhibitions in each other's
country;

-an agreement to facilitate banking
relations
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- a maritime agreement
- a civil aviation agreement

-- If you are interested in any of these, they
can be discussed by our staffs initially, and later
by experts. One or more of these subjects could be

mentioned in the Joint Communique on the President's
visit,

Most Favored Nation Treatment (If raised, and if a
breakthrough has been achieved on claims/assets)

-- We have consistently indicated our willingness
to consider the question of extending Most Favored
Nation treatment to your country once we have resolved
the claims/assets issue.

-~ We are prepared to move in this direction, but
you know that Congress has an important role to play
in this process.

~-- The 1974 Trade Act required that MFN treatment
be extended only through an inter-governmental trade
agreement which includes what are called "comparable
benefits" for the US.

-- You may know that the Trade Act incorporates
certain other provisions, which were vigorously opposed
by this Administration, that link our ability to extend
MFN to the emigration practices of other countries. While
these provisions were not formulated with the PRC in mind,
they are part of the law as it now stands, and we will
have to take them into account.

-- For these reasons, I believe both of us should
study the various aspects of this matter carefully before
beginning talks.

BACKGROUND/ANALYSIS (assuming breakthrough on claims/assets)

If a breakthrough on the claims/assets issue has been
achieved, we will want to test the Chinese reaction on a
number of subjects which will no longer be impeded by the
US private claims. These are, in order of ascending
complexity: trade exhibitions, facilitation of banking
relations, a maritime agreement, and an aviation agreement.
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We believe that the Chinese will be interested in
mounting a trade exhibition in the US and would be willing
to agree to discuss reciprocal exhibitions. We assume--and
do not expect the Chinese to have any objections--that such
discussion will involve the NCUSCT and the CCPIT.

From our standpoint, resolution of the US private
claims issue removes the impediment to direct banking
relations. The PRC has concluded payments agreements with
a number of countries, and we should find out their
desiderata for such an agreement with the US. We would
expect it to take the form of joint communique language
promising to "facilitate banking relations," or an
exchange of notes to the same effect.

Maritime and aviation agreements would both be very
complex, and we are not at all sure that the Chinese would
be willing to enter into such negotiations in the absence
of diplomatic relations. If they are, both agreements will
require detailed negotiations, and the pitfall to be
avoided for the moment is prejudicing the scope and
modalities of such negotiations. Maritime agreements, for
example, that the Chinese have concluded with other
countries often are on an MFN principle. We would have
legal difficulties with this. Both types of agreement
involve international agreements and conferences. The
question of our air links with the ROC would come up.

In the unlikely event that the PRC would be interested
in communique language on these subjects, we would want
to restrict it to something along the lines of "It was
agreed to initiate technical discussions leading to
the establishment of a commercial navigation treaty and
the establishment of civil air routes between the two
countries on a reciprocal basis."

Since we have previously established a linkage between
claims/assets and MFN, we will have to be prepared for the
Chinese to raise the question in the context of a settle-
ment. If they do, it will probably be impossible to avoid
all reference to provisions of the 1974 Trade Act regarding
emigration and reunification of families without laying
ourselves open to future charges of negotiating in bad
faith. The Chinese will probably be even less inclined
than the Russians to accept any linkage of tariff negoti-
ations and emigration policy. In any event, before
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committing ourselves to formal negotiations, we will have
to review carefully the emigration provisions of the Trade
Act, including prospects for amendment.

In addition to the difficulties associated with the
Trade Act's linkage of MFN with emigration policies, there
are a number of more conventional commercial issues that
will prove difficult, but probably not impossible, to
negotiate. It will be hard to achieve the "balance of
concessions" required by the Trade Act, such as patent and
copyright agreements. Even if some solution is found to
the emigration problem, we foresee protracted negotiations
on these commercial issues.
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DEPARTMENT OF STATE
BRIEFING PAPER

US-PRC CULTURAL EXCHANGE PROGRAM FOR 1976

ISSUES AND TALKING POINTS

The primary purpose of your remarks should be
to emphasize the importance of conducting the ex-
changes in a manner that will contribute to our
mutual policy objectives. By putting the subject
into a political context, you should attempt to
obtain an indication of the Chinese attitude toward
some forward movement in the exchange program. We
have assured the two US committees that the Depart-
ment will support their proposals for more and
better exchanges. You told Senator Sparkman in
September that you would mention to the Chinese his
interest in organizing a visit by a Congressional
group to the PRC next year. Your brief mention of
exchanges will pave the way for more detailed
counterpart talks.

TALKING POINTS

-- I think we should have a brief discussion
of the cultural exchange program.

-- As I told Foreign Minister Ch'iao in
New York, our basic objective is to create the
psychological conditions in the United States for
more active cooperation with your country on
international issues of common concern and for
further steps in the normalizaticn process.

~- We believe that the exchange program is
mainly important in terms of its contribution to
the creation of this psychological mood, which is
an essential condition for progress toward our
common goal.

GDS
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-- Overall, we think the exchange program has
been constructive and has contributed to this
purpose. However, over the last year, as you know,
we have had a number of problems which we should
try to avoid in the future. We think it would be
wise for both sides to keep our political differences
out of the exchange program and to handle these
through governmental channels. In addition, to the
extent that you can do so, our people feel that
reciprocity, equality and mutual benefit are important.

-- In this regard, let me state frankly that we
are somewhat concerned about the effect that some
of the problems we have encountered in the exchange
program could have on our relations. We understand
that difficulties will arise from time to time, but
both sides should display maximum restraint and
sensitivity in such matters.

-- In terms of the exchange program for next
year, we consider it important for our relations
that we should not convey the impression that our
relations are stagnating, particularly in view of
the President's trip. As I said in my speech to
the United Nations, we are trying to demonstrate
the vitality of our relationship.

-- For this reason, we think we should find
some way to strengthen the exchange program as a
means of sustaining the broad domestic support in
our country for the normalization process.

-- We are prepared to proceed on the same
basis as in past years, but as I said last Novem-
ber, we think that an improvement in the pattern
of exchanges would be a useful result of the
President's visit.

~ -- We hope that we can move to more active
and substantive programs in the scientific and
cultural exchanges, in line with some of the
proposals that our two committees have already
given you. I will mention only several proposals.
(FYI, the justification for having you mention
these is covered in the Analysis/Background
section.)
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-- One of our committees would like to send an
American photography exhibition to your country
during 1976. The purpose would be to provide in-
sights into our culture and people, much as your
Archaeological Exhibition gave Americans a magnificant
impression of your own cultural heritage. This would
be the first exhibition of this type that we have
sent to your country, and this would help to demon-
strate progress in our exchange program.

-- We think a small exchange of Chinese and
English language students, such as you already have
with some countries, would help to stimulate in-
terest in Chinese language study in the United
States and would enable language specialists on both
sides to learn the language as it is actually used
in each country.

-- In the trade area, the recent visit by the
China Council for the Promotion of International
Trade (CCPIT) was very helpful. We would favor an
exchange of industrial missions under the auspices

of the CCPIT and the National Council for US-China
Trade.

-- We also think it would be useful to have a
mutual exchange of leadership groups at various
levels. The White House Fellows enjoyed their
visit to your country in 1973 and would be glad to
host a group of young leaders from the PRC. They
are also interested in making another visit next
year.

-- There continues to be great interest in
Congress in visiting the PRC, and we will have
some suggestions in this area. 1In particular, I
would note that Senator Sparkman, the Chairman of
the Senate Foreign Relations Committee, has ex-
pressed interest in organizing a Congressional
visit next year.

We do not think this should be a one-way
flow to your country, and we would be glad to hear

any specific ideas you might have for reciprocal
visits to this country.
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~- Progress along these lines in the exchange
field could be included in the communique at the
conclusion of President Ford's visit to your
country.

-- I would welcome your general thoughts on
what guidance we should give our staffs.

ANALYSIS/BACKGROUND

Exchanges have little to do with the fundamental
reasons for our relationship with the PRC. Their
significance lies in the manner in which they affect,
for better or worse, the domestic constraints on our
policy. Thus far, they have helped to build and
sustain the remarkable domestic consensus in favor
of our normalization policy, but over the past year
there have been signs of erosion in this support on
the part of those most involved in the programs.

In particular:

-~ By politicizing the exchanges, the Chinese
are eroding the good will the exchanges are designed
to build, and

-- the Chinese failure to be responsive on
reciprocity issues of importance to the American
participants has convinced some that the exchanges
lack the balance of benefit necessary to achieve
their purpose.

- The two US committees which sponsor our
programs have recently submitted proposals to the
Chinese designed to expand the exchanges and make
them more responsive to the interests of the US
participants (Tabs 1 and 2). We doubt that the
Chinese will be as receptive to the new proposals
as the two US committees would wish, but it would
be desirable to achieve at least some movement
toward meeting their desires. A program with no
new projects would be seeh in many circles as
evidence of stalemated US-PRC relations. Here at
home it would tend to erode support for the pace
and substance of our policy toward the PRC among
an influential segment of American society which
has supported our policies. We recognize that
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although we would like to funnel most exchange
activities through our chosen instruments, the
Chinese clearly prefer to take advantage of our
wide open society to channel their activities to
suit their special interests, including political
ones. At best we can only éxpect modest improve-
ment in our arrangements.

1976 Exchange Proposals

The committees hope for some or all of the
following improvements in the exchange program
for 1976.

-- Changes in format: In their proposals to
the PRC, they have recommended changes in the
format of the exchanges to allow for more in-depth
visits (i.e., longer visits to fewer places), more
emphasis on cooperative research activities, and more
sustained contact between scholars.

-- Numbers: In terms of numbers of exchanges,
the committees' proposals, for tactical reasons, are
only slightly higher than last year-s level, but
the Chinese have been intormed that the committees
are prepared to consider a larger number of exchanges

if the PRC agrees.

-- Photography Exhibition: The National
Committee has proposed to the Chinese a photography
exhibit to the PRC in 1976. The exhibit would be a
major effort involving some 300 carefully selected
and mounted photographs covering various aspects of
American history, culture and people. The suggested
exhibition period would be for one month in each of
three Chinese cities. This would be the first
American exkibition to visit the PRC, and it would
provide those Chinese permitted to see it with a
view of America substantially different from the
highly~-distorted version perveyed by PRC media. We
are in a good position to propose a return exhibit
in the wake of the stunning success enjoyed Ly the
PRC Archaeological Exhibition in the United States,
which was visited by nearly two million Americans.

s

AL

%»
6

ek

~

~
4 yyadt



-6 -

Moreover, the PRC has been able to expose broad
segments of the American pullic to its own favored
picture of modern-day China through the distribu-
tion of magazines and films, an opportunity hitherto
unavailakle to us in China. The Chinese may well
be reluctant to approve this proposal in the form
desired by the National Committee, but it would

ke helpful for you to mention it to demonstrate our
support.

Non-Committee Exchange Proposals

There are also a number of proposals for
exchanges with the PRC that would be handled
separately from the two committees.

-- Language Student Exchange: In response
to strong interest 1in thils country, we are proposing
an exchange of language students to begin in 1976.
The PRC has similar programs with several Furopean
countries and if the Chinese agree, the language
exchange would present an atttactive development to
be highlighted in a presidential communique. We
recommend that you mention this proposal since it
would be a significant departure from the short-
term visits that have characterized the exchange
program so far and would probably require a top
level leadership decision.

White House Fellows: Following on their 1973
visit, the Fellows asked for consideration for a
trip to the PRC last year. We raised the matter in
the counterpart talks in November 1974, but received
no response from the Chinese. The Fellows have
raised the idea again this year. We recommend that
you mention their interest as a means of exploring
whether the Chinese are prepared to consider sending
groups to this country who are more directly in-
volved in the governmental process than the scien-
tific, sports, and performing arts delegations that
have dominated their side of the exchanges to date
for apparent policy reasons. T '
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Congressional Travel: We will wish to propose
one or more visits for 1976. Additionally, in
feptember you wrote to Senator John Sfparkman and
said you would mention to the Chinese his interest
in organizing a Congressional delegation to the PRC
in February 197€. The House Agriculture and Senate
Commerce Committees have also requested support for
travel by members of their committees to China,
but we have promised only to keep their interest in
mind. There is of course other Congressional
interest, but nothing you need raise with the
Chinese now.

CETA Dictionary Exchange: We have prepared,
for the counterpart talks, a proposal for exchange
of delegations and/or materials between CETA
(Chinese~English Translation Assistance, a private,
USG-funded effort to develop computer-assisted
dictionaries) and Chinese counterparts. You might
wish to mention this idea as an example of new
areas in which exchanges could be fruittul.

Environmental Exchanges: Russell Train of EPA
has proposed a range of options for environmental
sciences cooperation with the PRC, ranging from a
formal agreement such as we have with the USSR to
various forms of a Joint Environmental Committee.

In a letter on October 3 you agreed to consider

his proposals as we proceed with planning for the
President's trip. Eowever, barring any change in
the PRC's attitude on such agreements with us at
this stage, only his lowest option (involving
exchanges of environmental delegations under CSC
auspices and some form of joint committee to
coordinate such exchanges) has much hope. CSC

and its Chinese counterpart have each proposed
general environmental delegations for 1976. We
believe that this exchange will give an opportunity
for further exploration of Train's ideas, and there-
fore recommend no direct action by you at this time.

a-ﬂ ;"‘9 Y
e
s )
Q",/



1975 Exchanges

With the notable exception of two cancellations
because of political problems, 1975 cultural ex-
changes (Tab 3) (agreed to during your November 1974
trip to Peking) have been carried out successfully.
Fifteen exchanges have been completed, two more are
scheduled later this year and one was postponed
until next year. Also completed during 1975 was
the PRC Archaeological Exhibition, which from
December 1974 to late August 1975 was viewed in
Washington, D.C., Kansas City, Missouri and
San Francisco by more than 1,800,000 Americans.

National Committee

Following the pattern of previous years, the
llational Committee on US-China Relations, which
sponsors public affairs, performing arts and
athletic exchanges, has borne the brunt of the
political problems that led to cancellation of the
Chinese performing arts troupe and the US Mayors'
delegation. As a result the committee's existence
is precarious. Its leadership, which includes a
distinguished array of public figures interested
in China, is gquestioning the value of continuing
operations if the Chinese are not responsive to
the Committee's 1976 proposals (Tab 1).

Given the PRC's insistence on "private" exchanges,

a continuing role by the Natignal Committee in the
program is desirable if we are to avoid abandoning
the field to the "US-China Friendship Associations,"
which have and project a far less objective view of
the PRC. The National Committee provides a means
for mobilizing participation and support for our
China policies among moderate and politically
influential Americans.

csC

In contrast to the National Committee's
problems, exchanges sponsored by the Committee on
Scholarly Communication with the PRC (CSC) have
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proceeded smoothly. However, American scholars and
scientists are increasingly expressing dissatisfac-
tion with the superficiality of scientific exchanges
and with Chinese reluctance for contacts in the
social sciences and humanities. Instead, they are
pressing for more cooperative research, longer
visits of greater depth, more emphasis on seminars
and symposia, and the removal of PRC-imposed
obstacles to the development of sustained relation-
ships with Chinese counterparts. (Tab 2)

These rumblings of discontent could eventually
affect the CSC's role in exchanges.

Attachments:

Tab 1 - National Committee on US-
China Relations' Proposals for 1976

Tab 2 - Committee of Scholarly Communication's
Proposals for 1976

Tab 3 - US-China Facilitated Exchanges
1972-1975

Department of State
October 1975
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National Committee on US-China Relations'
Proposals for US Delegations to PRC in 1976

Urban Affairs Specialists Delegation
American Magazine Editors Delegation
Third National Committee Delegation
Congressional Staff Personnel
Photographic Exhibition
Athletics ~ Choice of One:

soccer

volleyball

gymnastics




Committee on Scholarly Communication's
Proposals for US Delegations to PRC in 1976
Historical Sites of Modern China
Liaoning Earthqguake
Archaeology and Art History
Cancer Research and Treatment
Factories and Urban Neighborhoods
Environmental Sciences
National Economic Management
Pure and Applied Mathematics
Steroid Chemistry and Biochemistry

Maternal and Infant Health Care
and family Planning

Soils and Soil Fertility

Petroleum Prospecting

¥0R ™

(3

©
“
Trynal

N



U.S.-CHINA

U.S.-FACILITATED EXCHANGES -- 1972-75

‘To the People's Republic of China

1972

P —)

Delegation

Congressional (Boggs-Ford)
Congressional (Mansfield-Scott)
Computer Science Delegation (CSC-A)
Medical Delegation (CSC-A)

National Committee on U.S.-

China Relations Delegation (NC)

1973

Committee on Scholarly Communication
with the P.R.C. Delegation (CSC)

Congressional (Magnuson)
Medical Delegation (CSC)
Swimming and Diving Team (NC-A)

National Committee on U.S.-China
Relations Delegation (NC)

Basketball Teams (NC-A)

Physicists Delegation (CSC-A)

White House Fellows Delegation
Teachers Delegation (NC)
Philadelphia Orchestra (NC-3A)

Art and Archaeology Delegation (CSC)

Early Childhood Development
Delegation (CSC)

Date
February
April
July
October

December-January

May-June

June
June
June

June

Juhe
July
July-August
August
September
November

Novémber

3,




1974

Delegation

Acupuncture/Anaesthesia Delegation (CSC)
US Governors

Herbal Pharmacology Delegaﬁion (CSsC)
Plant Studies Delegation (CSC)
Congressional (Fulbright)

Seismology Delegation (CSC)

Linguistics Delegation (CSC)

University Presidents Delegation (NC)

1975

Congressional (Albert-~Rhodes)
Schistosomiasis Study Group (CSC)
AAU Track and Field (NC)
Paleoanthropology Study Group (CSC)
Rural Small-Scale Industry Group (CSC)
Insect Control Delegation (CSC)
Congressional (Anderson-Byrd)
So0lid State Physics Delegation (CSC)
US Mayors Delegation (NC)

(Cancelled as result of PRC refusal

to accept Mayor of San Juan as member

of delegation)

World Affairs Delegation (NC)

Date
April

May

June
August-September
September
October

October

November

March
April

May

May

May

June
August
September

September

October
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From the People's Republic of China

1972

Delegation

Table Tennis Delegation (NC)
Medical Delegation (CSC)
Scientific Delegation (CSC)

Sheyang Acrobatic Troupe (NC)

1973
Hydro-Technical Study Group (CSC)
Journalists Delegation (NC-A)
Gymnasts Delegation (NC-3)

High Eneréy Physicists Visiting
Group (CSC)

Insect Hormone Visiting Group (CSC)
Librarians Delegation (CSC)

Computer Scienctists Delegation (CSC)
Medical Professional Delegation (CSC)

- Language Teaching Study Delegation (CSC/NC)

1974
Seisﬁology Delegation (CSC)
Laser Delegation
Wushu Delegation (NC)
Agricultural Delegation (CSC)
Plant Photosynthesis Study Group (CSC)

Pharmacology Study Group (CSC)

&

Date

April
October-November '
November-December

December-January

April-June
May-June
May-June

May-June

June-August
September-November
October-November
November-December

November-December

April-May
June-July
June-July
August-September
November -December

November -December



1975

Delegation Date
Solid State Physics Delegation (CSC) April
PRC Performing Arts Troupe (NC) April

(Cancelled as result of PRC inclusion
of song calling for liberation of Taiwan)

Molecular Biology (CSC) May
Communications Techniques Study Group (CSC) June
Petro-chemical Industry Delegation (CSC) August
Scientific and Technical Association September-
Delegation (CSC) October
Industrial Automation Delegation (CSC) October
Immunology Study Group (CSC) November

(At PRC request, this group postponed
until 1976)

PRC Women's Basketball Team (NC) November

KEY

NC -- National Committee on U.S.-China Relations sponsored

CSC -- Committee on Scholarly Communication with the
P.R.C. sponsored

NC-A -- National Committee assisted

CSC-A -- Committee on Scholarly Communication assisted
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DEPARTMENT OF STATE
BRIEFING PAPER

MILITARY ATTACHES

ISSUES AND TALKING POINTS

One of the "partial steps" proposals we could
make is the assignment of Military Attaches to our
respective Liaison Offices.

TALKING POINTS

-- One way we could demonstrate that the functions
of our Liaison Offices are being expanded would be
for each of us to assign a Military Attache to our
respective Liaison Offices.

~-- This would have considerable symbolic value,
especially vis-a-vis the Soviets.

-- We have one administrative problem: our
Liaison Office is now so crowded that we cannot
assign more personnel unless you find some way to
provide additional office space. (See separate paper
on this problem.) ,

ANALYSIS/BACKGROUND

The main value of assigning Defense Attaches
would be symbolic. However, there have recently been
some press stories about possible PRC interest in
obtaining military equipment from the US, and
assignment of military attaches might be interpreted
by some as a step towards a more significant military
relationship.

The Chinese might welcome the idea because of
its impact on the Soviets.

-SEEREF/NODIS
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Having a Defense Attache in Peking would be of
little practical value to us; foreign military
attaches in Peking have minimal contact with the
Chinese military and therefore find little to do.

While we doubt the Chinese would mention it,
you should know that some Congressional testimony
was recently released which quoted the head of DIA
as saying he expected to have a military attache
in Peking by the end of 1976 and that the PRC would
probably welcome the idea. His overall testimony
implied that having an attache in Peking would
significantly increase our acquisition of military
intelligence. His testimony received some press
attention.

Department of State
October 1975
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DEPARTMENT OF STATE
BRIEFING PAPER

INCREASED USLO OFFICE SPACE AND STAFFING

ISSUES AND TALKING POINTS

We think it would be useful to increase the
USLO staff (by perhaps three officers) but cannot
do so until we have more office space. You
mentioned to Teng Hsiao-p'ing last November our
desire to increase our staff but he failed to respond.
We recommend that you raise the subject again.

TALKING POINTS

-- As part of the process of normalization, we
would like to assign some additional staff to our
Liaison Office in Peking.

-~- However, there is almost no spare space in
our Liaison Office building. ’

-- Our Liaison Office will be taking this up
through normal channels, and I hope the Diplomatic
Service Bureau will be able to meet our needs.

ANALYSIS/BACKGROUND

We think we should start a gradual augmentation
of our staff in Peking as part of a phased shift in
reporting responsibilities for PRC developments from
Hong Kong to Peking, in the expectation that our main
reporting effort on mainland China will eventually
be centered in our Peking mission. We are thinking
of assigning one or two political officers and an
economic officer. Increased consular work may also
require additional staff over time.

The office space problem has become acute with
the addition in the next month or so of an Agricultural
Attache to our Peking staff. Any further additions
are precluded for the time being by the absence of
the necessary office space.
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USLO mentioned this problem to the Chinese in
general terms last year and the Chinese did not
respond. We believe USLO should make a more detailed
approach shortly, after you flag the matter in your
discussions.

At present we have only 27 staff members
assigned to USLO while the Chinese have three times
that number in Washington. Even allowing for the
Chinese practice of assigning cooks, chauffeurs, and
other support personnel to their Liaison Office,
there is still a substantial disparity since
approximately 35 PRCLO staff members carry official
titles. ‘

Depending on how this works out, some generalized
phrasing might be included in the Presidential
communique about strengthening the two sides' Liaison
Offices.

Department of State
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DEPARTMENT OF STATE
BRIEFING PAPER

FUTURE EMBASSY SITES

ISSUES AND TALKING POINTS

This is one of the "partial steps" proposals
we could make. It would also have the practical
benefit of reserving a site for our future use in
Peking.

TALKING POINTS

-- Looking forward to the time when our Liaison
Offices are changed to Embassies, we think it would
be useful to start discussions on permanent sites for
our respective missions.

—- We would find this useful, as it would enable
us to begin planning for a larger and more permanent
facility in Peking.

-- More importantly, inclusion in the communique
of a statement that we have agreed to discuss permanent
facilities would be a signal of the intent of our two
countries to continue the process of normalization of
relations.

ANALYSIS/BACKGROUND

We do not know how the Chinese would react
to this proposal. They may find the symbolism
attractive. However, they may see little practical
benefit to them, since they may have purchased their
present building on Connecticut Avenue, and the two
residences on S Street, N.W., with the intention of con-
tinuing to use them after diplomatic relations are
established.

On the other hand, our Liaison Office in Peking
is so crowded that little expansion of staff is
possible even now. (See separate paper at Tab 8).

We will certainly want a better permanent facility at
some point.
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Detailed discussions, however, would not be
without risk:

-- We wish to avoid a discussion of the
disposition of the ROC Embassy's properties,
since the ROC could make a last-minute sale of the
properties--a move we probably could not prevent.

-- Until we can discuss the subject in the
context of full diplomatic relations, we should not
get into a detailed discussion of compensation for
official USG properties in China which were seized
by the PRC. It is very unlikely that we will get
back those properties in Peking or elsewhere, but
our claims may well be relevant to the financial
arrangements for the land and buildings we will
eventually want for an Embassy.

-~ If the Chinese were to say that they also
would want land for a future Embassy and residences,
we could have a difficult time working out the
details.

We think these potential problems are manage-
able, since at this stage our only objective--aside
from symbolism--is to persuade the Chinese to re-
serve some land for us in one of the two diplomatic
areas in Peking. This would in itself be useful,
since good sites are becoming scarce as new Embassies
are established.

If we make this proposal, and the Chinese
agree, a statement along the following lines could
be included in the Presidential communique: "The
two sides, looking forward to the further normaliza-
tion of relations, have agreed to initiate discussions
regarding more permanent facilities for their respec-
tive missions in each other's capital.”

Department of State
October 1975
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DEPARTMENT OF STATE
BRIEFING PAPER

HOT LINE

ISSUES AND TALKING POINTS

This is one of the "partial steps" which we
might propose.

TALKING POINTS

-- I mentioned on one of my early visits that it might
be useful to establish a means for rapid and secure
communication between the leaders of our two
countries, but we did not pursue the subject.

-- For several reasons, I still think such a
system would be useful. In case of contingencies,
it could serve a very practical purpose.

-- (Optional) It may help our Governments
stay informed about our respective positions
toward crisis situations involving third countries.

-- (Optional) Also, the symbolism would not be
lost on the Soviets.

-- We would of course have to sort out the
technical details. My staff can start the process
if you are interested, and we could send more
information after I return to Washington.

-- If you agree, some statement about this
could be included in the communique at the end of
the President's visit,

ANALYSIS/BACKGROUND

The Chinese showed no interest in the possibility
of a Washington-Peking hotline (or any other agreements
like ones we have with Moscow) when you raised it on a
previous trip. The Chinese may nevertheless be attracted
to the idea, if only for its symbolism and its impact
on the Soviets.
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Technically, a hot line would upgrade and
make more reliable the communications link between
our two Governments. The cost and time required
to establish a Washington-Peking hot line are low
due to the existence of two INTELSAT ground stations
in the Peking area. (We will have with us a
technical analysis if you wish to see it.) While
we cannot be certain of the exact circumstances
under which a Washington-Peking hot line might be
used, the PRC is of course a nuclear power with a
capability that extends to countries covered by our
nuclear umbrella. There is also the possibility of
a Sino-Soviet conflict, which could involve us or
our allies, or of crisis situations of other types
where rapid and reliable communications or exchange of
information would be highly beneficial.

Politically, a hot line would underline our
interest in timely and effective contact and
establish a counterpart to the Washington-Moscow
and Moscow-Peking hot lines already in existence.
The Soviets would not be happy with it, but they
should not be deeply concerned and could not, in
any event, appear to object to arrangements they
themselves have with Washington and Peking.

The Chinese should perceive the political
significance and technical advantages noted
above. It would not require a treaty commitment out
of step with the process of normalization. It could
conceivably lead the two sides to expand further
their strategic and arms control dialogue over the
long term, though this is not in the cards for the
time being.

Your talking points broach this suggestion in
very general terms, leaving its implementation to a
subsequent stage if the Chinese respond favorably.
(We would anticipate that the PRC would prefer
implementation through the commercial, INTELSAT
link and Peking earth stations instead of alternative
and independent US military channels. It declined
last year to permit a direct communication link to
USLO via our military communications satellite
system DSCS-II, and we continue to use high-
frequency radio from Clarke Air Force Base for this
purpose.)
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Wording along the following lines could be

included in the Joint Communique for the President's

visit:

"In order to enable the two Governments to
maintain even more timely and effective contact, it
was agreed to establish means of direct, in-

stantaneous communication between the two capitals."

We have with us the texts of the 1963 and 1971
US-Soviet hot line agreements and a comparable
memorandum of understanding which could, if the
Chinese wish, be adopted as a basis for discussions
on implementation. However, we do not favor
floating this unprecedented format, which the PRC
would probably reject at this stage of our
relationship.

Department of State
October 1975
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DEPARTMENT OF STATE
BRIEFING PAPER

BRANCH LIAISON OFFICES

ISSUES AND TALKING POINTS

We have reservations about floating this idea,
but depending on the course of your general discus-
sions, you may wish to raise it since agreement on
this step would provide visible evidence of progress
in our relations.

TALKING POINTS

-~ If you are interested, we are prepared to
discuss the reciprocal opening of branch liaison
offices in our respective countries.

-- An agreement in principle on this question
could be announced in connection with the President's
visit, with the details to be worked out later.

ANALYSIS/BACKGROUND

We will eventually wish to open branch posts
in the People's Republic of China. For the moment,
however, the PRC would derive substantially greater
benetit from branch posts in the US than we would an
China. The main advantage from our standpoint would
lie in the visible evidence such a step would pro-
vide of forward movement in our relations.

A branch office in Canton could be marginally
justified on trade and consular grounds. There would
be more justification if the PRC decided to let more
relatives of Chinese-Americans leave the PRC and let
them have access to a US office in Canton for that
purpose. At present, there would be hardly any
operational reason for opening a branch office in
Shanghai.
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In contrast, a PRC bkranch liaison office on the
West Coast would allow the PRC to expand significantly
its contacts with the Chinese-American community and
would facilitate its cultural, intelligence and
propaganda work among the general American public.
The existence of Republic of China (Taiwan) consulates
in virtually all major cities, however, might com-
plicate matters for the PRC.

The Japanese have recently opened a consulate
in Shanghai. This is the first time since the
Cultural Revolution that a non-communist government
has been permitted to have representation outside of
Peking (the sole exception is the Nepalese consulate
in Lhasa). However, there are no foreign consulates
in Canton, which would be the most logical place for
us to open a branch office.

Thus there are some concrete drawbacks in the
idea of branch offices at this point which must be
weighed against the political symbolism the move
would have in suggesting momentum in US-PRC
relations.

~Department of State
October 1975
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